
which dotormino thopayment for propartycoat. and violato tho 

intent of tho Deficit reduction Act of1984, section 2314, ( D E F R A ) .  Tho 

a8departmentdesires to rotain tho proviaion statedin tho proposed rule 


- .  

comment 29. Part 9553.0041, Subpart 2. item K. mr Lanigan indicatedthat 
charta ohwing staff assignmentsthis item requires but doom not instruct 


providers as towhat tho- charta should include Tho cost reporton which 


-	 this information is submitted specifiestho staff positionswhich must bo 

reported Tho department believesthat this proviaion is char and wishes to 


rotain it as published 


comment 26. Part 9553.0041, subpart 3, item E and subpart 10. mr Lanigan 
commented that this proviaion 18 too broad consideringtho penalties for non

compliance with information requests It should bo noted that noncompliance 

with a request f o r  supplement reports doam not necessarily resultin a 20% 

reductionof thopayment rat0 in effect Tho rule 01.0 specifies at subpart 

8, itom B, that tho2 0 %  reduction penaltywill not be invoked if a payment 

rat. can k calculated by disallowanceof tho coot forwhich tho additional 

informatinois requested 

Ha. Hartin contends that thoreduction of payment rat08 by 20% proposed in 

subpart 10 is illegal she asserts that thorois no statutory basisfor this 

proviaion andrefers to judge Lundes report on rule 50 in whichhe refused to 

approve the20% reduction whereit was not expressly permitted by statute 
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state 

18. Rutin a180 argues that this 2 0 %  reduction wouldviolato tho Boron 

amendment ms Martin claim that, under tho Boron amendment rat08 muat k 

adequate to prorid. for tho that muat bo incurrod for tho quality cero 

of residents in efficientlyand economically operated facilitiesand service 

Tho department disagrees Tho federal governmentin it8 review of tho state 

tho procedures usedPlan, determines whether by tho Stat0are based on methods 

and standards thatare adequate to provide for thocost that mustk incurrod 

for tho car0 of residents in efficientlyurd economically operated facilities 

(42 P.S.C., -ion 1396a(a)(13)). 

It is clear that tho Boron
amendmentdoes not applyto individual ratom, but 

to tho reimbursementmothod of tho Stat.. troutean yr cohen 34,088 

medicare and Medicaidguide at 9901 where in analyzing tho pennsylvania 

nursing homo reimbursementayetom under tho priorfederal standard the court 

observed that thofederal standard may still bo mot %van where tho mothad 

used results in underpayment to80.0 p r o v i d e r s  temporary rule50 and 

temporaryrule 53 contained tho 20% reduction proviaion and boththese rules 

to
were approved when plan amendments were submittedtho health Car. 

finance Adminiatration. Tho department desiresto retain these proviaion8 a8 

published 

comment 27. Part 9553.0041, subpart 6. I.. martin attempted to characterize 

tho departments introduction of tho Arthur andersens lottor (Exhibita6 anE l  

attempt to bolster
tho proposed rulewith that lottor. It mustbo clarified 

that thodepartmentdid not offer thislottor a8 d i r e  comment on tho 

proposed rule Tho purpose of offering tho lottorwas to delineate tho 

relationship betweengaap and a reimbursementrule It must bo clarified that 

Arthur andersens opinion is that it is tho providers whomust conform togaap 


c 



t 

but thorule 18 not necessarilybound by G A M  because of thoacknowledged 

a8difference in tho goal8 and purposes of tho reimbursement rule opposed to 

GMP. Tho departmentdoairom that subpart 6 k retained am p r o p o d .  

feasibilityof a common reporting p a r  bawd on their beliefthat tho 

departmentwill not k ab10 to set ratesin a timely mannu. Tho department 

in a common reportingbelieves that thostreamlining inherent year in 

combination withstaff increase auditor training andautomationwill allow 

tho departmentto moot tho deadlines in tho p r o w  rules therefore tho 

department wishesto rotain this proviaion u published 

\ 



I 

comment 29. Part 9553.0011, subpart 8 .  Mr. Lanigan and Mr. Lokhorst both 

for requesting a30 day extension to tho Marchcommented that tho deadline 31 


requirement for filing tho coat report
is only on. month aftor tho end of tho 

reporting year ~ they fool thatit is unreasonableto oxpoet a provider to 

- .  

not an extension will
dotormino 60 day8 in advance whether or k needed 


tho
Tho department agrees that p r o m  proviaion could result in an 

unnecessary burdonof additional paporworkif. a8 mr Lokhorst suggests tho 
end result willk that all providers will filefor an oxtonsion. therefore 


tho departmentprop0808 tho following amendment to tho
rule Part 9553.0041, 

subpart 8 ,  pago 34. line 16: strike "to C" and add and g''; itom A. pa90 34. 
line 18: doloto "March 31" and addapril a":item A, pago 34. line 24: 

delete t h r e e  and add "four": itom C. pago 35, line 10-14: doloto "C. Tho 

commissioner ahall grant on.a month extensionof  tho reportingdeadline if a 

facility submits a writton requestby february 1. Tho commissionermust 


notify tho facilityof tho dociaion to grant
or deny an extension within15 

day8 of receiving ther e q u e s t  

This changein tho proposed rule is reasonable because
it relieves providers 


of requesting oxtonsionsand gives ail providers
of tho burdon an additional 


month in which to prepare coat
reports 


comment 30. Part 9553.0041, subpart 11. Mr. Lokhorst suggested that tho time 

period toperform a field audit bo ahortonod. Tho time period establishes a 

maximum 10119th of time since tho sizeof facilities and provider group. 

rang08 fromsix beds to 658 bod., it is necessary and reasonable to allow 

sufficient time to perform tho field audit. the departmentwish08 to rotain 

this proviaionas published 
HCFA-179 ## 8d-3 date recd -81: 
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rule 

comment 31. Part 9553.0041, subpart 13. mr Lanigan expressed concorn that 

this proviaion couldresult in tho departments auditor8 Rakingadjustments 

beyond tho fouryear audit period Tho department believesthat subpart 13 is 


char and that onlytho rat08 for tho four
reporting yoor8 under audit maybo 
- .  

adjusted If errors or adjustments arefound in periods beyondtho fouryear 


audit period, tho off& of thou adjustmentsvi11 result in ahango8 to rat08 


Only during tho four yoor audit
period Tho departmentwishes to rotainthis 

provision 88 published 

comment 32. general I.. martin suggestedthat tho pro- rule should 

contain a provision tocontinuo payment of tho8 .27 par day operatingcoat 

allowancewhich had boon instituted under temporary 53. Tho department 

believes that this allowancecannot appropriatelyk made a part of tho 

because of tho legislature mandatepermanent rule contained i n  H.3. 2568.501. 

subdivision 3 to ti. tho reimbursement systemto costs incurrod for oar. of 


residents in an efficient and economic manner Tho rule a. propaad, follows 


tho legislative directive
by providing for reimbursement on the basis of 

historical operatingcoat8 augmented for inflation. "ha allowance is not a 

coat, nor do08 itreflect a coat. Any facility that actually usedtho 8 .27 

per day operating cost allowancefor additionaloperating costs will continuo 


to receive tho benefit of tho allowance through the
p r o w  rule because 

tho80 expenditureswould have become part of thocost base which is indexed 

forward. Tho department wishes to rotaintho languageof thop r o m  rule a8 

published 



CPI-U 

historical maintenance
coat8 plus tho consumerprice index would sufficiently 

cover cost8 o f  unplanned maintenancen o d 8  caused by destructive residents 

she believed that food coat8 cannotbo plannod in advance she ala0 commented 
- .  

on tho fact that tho January will bo nine monthsold at thotime it is 

reflect in rat- paid to providers ms bush p r o m  that providersk 

paid historical maintenancecoat8 plum ton percent plus tho CPI index factor. 


that a lag exists betweenTho department recognized tho date of tho CPI-U 

index and tho atart of tho rotoyear for thatreason tho proposed tu10 


requires tho department to
annualize tho January 1 index to take into account 
i

changes in tho economy for thonext nine monthsIt is unworkableto use tho 

July 1 CPI-U because tho date on whichthis indexis actually issued 

fluctuates and it is impossibleto predict whether it will k available in 

time to a n t  tho rat. setting deadlines whiletho nature of thoIcT/IIR 

industry is such that unexpected expenditure frequentlyoccur tho pattorno f  

is already reflectedcosts caused by resident behavior in tho historical 

coat.. 

Tho ton percent p r o m  by ms bush would violato tholegislative mandate
of 

H.S. 256B.301* subdivision31 m pogo 46 of tho statementof N o d  and 

reasonableness Tho departmentwishes to rotainthis provision a8 published 

comment 34. Part 9553.0050. subpart 1. item A, subitem (1). many commentors 

sajevic bush C. johnson larson martingee wallace baumgarten raised 

objections or concorn8 to tho proposed administrative cost limitationTho80 

objectionsor concerns can bo summarizeda8 follow.: 



3-	 administrativecoat8 boar no relationshipto program 

costs or per diems 

-	 Tho rule a8 proposed increasestho coat ofadministrative however 

tho administrative limitwas developed from tho1983 coat report data 
- _  

and doom not reflect tho costclassificationsin thoproposed rule 

- Tho limit mu& bo bawd on a fix4 dollar per diemnot a poreontag.; 

-	 Tho limit needs to bo developed fro. a coat base in which tho 

and allocated pursuantadministrativecoat8 are classified to tho 


proviaion8 of thopropod rat.: 


-	 It was proposed that actual administrativecosts bo allowed for on0 or 
i

two years 


-	 administrativelimit8 should bo establishedbawd on comparablegroup.; 

and 

-	 Thoro is a n o d  for mor. research in order to dotorminothe necessary 

levels of administrative coat. 

In response to tho80objections and concerns tho departmentha. reviewed tho 

suggestionsofford at tho publichearing writton comments and tholanguage 

of tho proposed ruleand propom8 tho followingamendments Pago 39, lines 19 

to 29, strike everythingand hurt: 


- 3 3  -
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Pago 41, line 33 after "be- period insert 

Page 42, line 19 aftor "itom 0 to E." insert 
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